Pky oe . #3 : 
_ FOREIGN 3 ET 74-108 


‘AND THEIR IMPLICATIONS FOR 
THE UNITED STATES 


RELEASED BY THE U.S. DEPARTMENT OF COMMERCE, Bomestic and international Business Administration, 
Bureau of international Commerce 


OCTOBER 1974 


Frequency: Semiannual American Embassy 
Supersedes: ET 74-030 MONTEVIDEO 


URUGUAY 


TABLE OF CONTENTS 


KEY ECONOMIC INDICATORS 
SUMMARY 
CURRENT ECONOMIC SITUATION AND TRENDS 


IMPLICATIONS FOR THE UNITED STATES 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual Subscription, $37.50. Foreign 
Mailing, $9.40 additional. Single copies, 25 cents, available from NTIS, U.S. Department of Commerce, Springfield, Va. 22151. 





2a 
KEY ECONOMIC 


Values as stated 


INCOME, PRODUCTION 


: » EMPLOYMENT 


1972 
GDP at Current Prices 
(millions pesos) 
GDP at Constant 1961 US$ 
Millions 
Per Capita GDP Constant 1961 
US$ 
Plant & Equipment Investment 
(millions pesos) 
Industrial Production (1961=100) 
Av. Industrial Wages (1968=100) 
Employment (000)(Unit) 1/ 
Av. 


1,216,148 
1,718 
518 


120,914 


MONEY AND PRICES 


vw 


MO 
Pu 


ney Supply (millions pesos) 188,579 
blic Debt Outstanding (billions 
pesos) 
External Debt (US$ millions) 2/ 
Retail Sales (1962=100) ~ 


8,012 
Wholesale Prices (1968=100) 


116. 
323. 
1 476. 
Unemployment Rate (%) 1/ 7. 


109. 
425. 


422. 


INDICATORS 


1973 


2,396,000 
1,701 
576 


230,000 
114 
596. 
u74. 

8. 


329,644 233,790 377,191 
9 140, 
2 375. 

14,223 
2 807. 


131.6 
380.0E. 
19,188 
1,043.9 
May 


130. 
374, 

10,922 
582. 


BALANCE OF PAYMENTS AND TRADE(US$ Millions) 


Gold and Foreign Exchange Reserves 


Balance of Payments - 47 


Balance of Trade +. eS 
214. 
Share Pw 
Daag 
32% 


Exports FOB 
U.S. 
Imports, CIF 
U.S. Share 


1/ Data available only for Montevideo 
2/ Only Non-Trade Debts 


Exchange rate as of August 19, 1974: 


Main Imports from U.S. 
Raw Materials $6.7 million including: 


195. 


Commercial Rate 
Financial Rate 


5 


1,268=US$1 
1,600=US$1 


- January-May 1974; 


Alcohol 18,044 MT ($1,552.700);Ammonium Phosphate 5,460 MT ($884,878); 
Sulphur 6,186 MT ($430,787); Rayon Fibers 329 MT ($412,959); Iron 
Sheets 1,268 MT ($312.681); Industrial Chemicals $299,995; 


Synthetic Textile Fibers 114 MT 
Machinery and Parts $1,538,735 


Automotive Vehicles and Parts $724,883 


Coal and Lubricants $1,278,745 
Chemicals and Pharmaceutical Products 


($218,252). 


$ 489,405 





SUMMARY 


As 1974 passes the halfway mark, dimensions of the 
world energy crisis and its specific effects on the 
Uruguayan economy can be more clearly seen. In 
monetary terms, a balance of payments deficit here 
for the two years of 1974 and 1975 is now estimated 
at US$250 million, which contrasts with a surplus 
of some $65 million in 1973. 


Although petroleum imports and consumption have been 
reduced by high prices at the pump (up 155%) and 
other restrictions, the cost of Uruguayan oil imports 
has risen over 220% so far this year. Other 
essential raw material imports have also increased 
in cost. Moreover, and at least partly due to the 
energy crisis, the European Common Market cut off 
meat imports. As a consequence, Uruguay may sell 
only 110-120,000 tons of the estimated 200,000 tons 
which could have been shipped this year. Prices of 
the other major traditional export,wool, have 
dropped to under half the level of 1973, although a 
rise in non-traditional exports is indicated. 


Nevertheless, through the use of reserves and credits 
from abroad, Uruguay should be able to cover its trade 
deficits for the immediate future. For the longer 

term, a series of public investments should stimulate 

the economy and a policy of encouraging private domestic 
and foreign investment for export industries should begin 
to bear fruit. This should offer U.S. capital goods 
suppliers. a better market although the bulk of such 
investment goods may come from Argentina and Brazil under 
favorable credit terms. 


On the investment side, planning is underway for a large 
fertilizer project. A US firm is also considering an 
investment in fisheries deyelopment. Other opportunities 
for investment could develop in export industries 

including leather processing, textiles, quarry products, 
fish, and food processing. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


World Energy Crisis severely Damages Uruguay's Terms 
of Trade 


The prices of Uruguay's traditional exports, beef and 
wool, increased dramatically in 1973 and brought about 
trade and balance of payments surpluses and a slight 
growth in GDP although physical volumes of exports 

had actually declined. Toward the end of the year, 

the prospects for 1974 looked very good. Agricultural 
production was increasing under the stimulus of 

higher producer prices and a series of economic reforms 
had been outlined which were designed to attract 
investment and reduce state intervention in the economy. 
Public services and state enterprises were also 
improving and a number of large public investments were 
underway or about to begin. 


These favorable prospects were radically altered by the 
energy crisis. Uruguay is totally dependent on imports 
for its petroleum and by-products and these prices 
suddenly tripled. Other essential raw material imports, 
including vital fertilizers, also rose'sharply in price. 


At the end of July 1974, the dimension of these costs 
was clear; 


January to July 
1973 1974 


Total Imports US$(000) 112,034 247,922 
Raw Materials 50,698 116,968 
Petroleum 28,281 72,573 


A second blow, was the decision in May of the European 
Common Market to temporarily ban meat imports. Some 

40% of Uruguay's meat has gone to the EEC in recent 

years and the decision was taken at a moment when Uruguay 
had a large increase in available cattle. While prices 
receded only modestly, it is estimated that only 110- 
120,000 tons of the 200,000 tons potential will be 
exported. 


January to Jul 
1973 1974 


Total Exports US$(000) 184,393 207,166 
Meat 88,528 79,427 
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World market prices of wool, which had gone up over three 
times last year, fell back sharply in 1974 although not 
to the very low levels of 1971 and 1972. The market 

for intermediate processed stage, wool tops, was 
particularly hard hit by a price squeeze as raw wool 
exporters were able to pay the ranchers higher prices 
than processors could. This resulted in a near paralysis 
of the large top producing industry for over six months. 


Coping with the Crisis 


A series of emergency measures were taken to reduce 
consumption of gasoline and electricity. The most 
successful of these was the increase in prices at the gas 
pump by 155% since July 1973. The use of 

private cars was banned one day a week and -householders 
were required to reduce electricity by 30% or face cut 
offs in service. These measures gave some relief on the 
volume of petroleum imports, but perhaps the major effect 
was to bring home to the Uruguayan consumer the seriousness 
of the problem. Restrictions on energy consumption have 
Since been relaxed and generally put on a voluntary basis. 


The challenges to Uruguay are how to finance its balance of 
payments deficit and in the longer-run to expand exports 
sufficiently to pay for its international purchases and 
debts. 


In remarks to the Uruguayan Council of State on July 22, 
the newly appointed Minister of Economy and Finance 
Alejandro Vegh Villegas discussed the serious economic 
situation and outlined the policies he intended to use to 
cope with the emergency. Broadly, these are to continue 
the reforms initiated in 1972 and 1973 which were designed 
to increase national production and exports by reducing 
the level of state regulation and intervention as well as 
to use monetary reserves as necessary to cope with the 
crisis. 


At free market prices, the some 3.7 million ounces of gold 
in the country's reserves could cover deficits at the 
present level for several years. In addition, Uruguay ‘will 
. have access to IMF special emergency assistance and perhaps 
other funds established to aid developing countries affected 
by oil price increases. 


In the longer term, short of finding petroleum in its off-shore 
waters (opening of bids for exploration rights will be held 
in early 1975), Uruguay will have to sell more abroad. While 





-6- 


meat and wool, in which the country has many natural advantages, 
will remain for many years the major exports, they have 
already begun to lose their absolute dominance: 


January to July 
1973 1974 


es 


Total Exports US$(000) 184,393 207,166 


Traditional (mostly wool 


and beef) 146,787 139,927 
Non-Traditional 37,606 67,239 


Non-traditional products now making strong gains in export 
markets include agricultural as well as industrial items. 
Among them are processed leather goods, rice, citrus fruits, 
fish, and quarry products. 


To increase exports, new investments backed by imports of 
Capital goods will be necessary and policies have been 
adopted to stimulate both foreign and domestic investment. 
Argentina has extended to Uruguay a $50 million credit under 
favorable terms for capital goods and Brazil is also 


making commercial credit available. A commercial agreement 
recently signed with Argentina is supposed to open that 
country for a large number of Uruguayan export products 
beginning in 1975 with reciprocal rights to start in 1976. 


Large Expansion Underway in Agricultural Output. 


Uruguay's economy is dependent upon the production of the 
nation's farms and ranches. Agriculture provides the bulk 
of exports, raw materials for industry, and a large portion 
of tax income. Preliminary and key to an economic revival 
is the increased production and productivity of this sector, 
and this is underway. 


Due to improved pastures as well as difficulties in world 
marketing the cattle population was 10.8 million in June 
1974, up 2.2 million from 1970. This will increase to over 
12 million as the calf season begins shortly, a level most 
observers believe cannot be sustained. Thus the country's 
current meat marketing problem, which has left local cold 
storage facilities filled, will become acute when slaughter 
rates have to be increased in the coming months. 
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It is estimated that the wheat crop to be harvested 
beginning at the end of the year will produce an export 
surplus of about 100,000 tons; for the past several 
years wheat had to be imported for domestic consumption. 
Cultivation of rice is steadily expanding and this has 
become an important export. Experimental soybean 
plantings were made last year and it is hoped (and 
expected) that this also will become a major export. 

An IDB project in citrus fruits will expand this 
actively developing industry. Other fruits, notably 
peaches, and apples, are also produced in abundance. Cooling 
and processing plants have been constructed to preserve 
these latter products primarily for export to Brazil. 


While Domestic Sales Down, Industrial Exports are 
Doing Well. 


An import substitution policy adopted in the fifties 
resulted in a wide variety of small industries which 
produce all kinds of consumer and industrial products. 
These industries are having difficulty in selling their 
goods because of consumer resistance to high prices 
(originating in the high cost of manufacturing) and a 
decrease, in real terms, of the money supply. Money 
supply between June 1973 and June 1974 rose 48% but the 
rate of inflation during the same period was about 
70-80%. 


A slowdown in private construction has affected a number 
of industries, particularly producers of portland cement. 


Producers of manufactured products for export with the 
exception of the wool tops industry have done well. 
Exports of consumer leather products have increased 
steadily from $410,000 in 1971 to an estimated $9 

million in 1974, and the industry is predicting a very 
optimistic $25 million in shipments for 1975. Cement 

is also being sold to Brazil, reportedly at a loss because 
of the high cost of production and transport. An effort 
is now being made to revive the well known corned beef 
industry which prior to the age of refrigeration constituted 
the major portion of meat exports. A variety of light 
manufactures such as automobile and electronic components 
are being sent to Argentina under LAFTA complementation 
agreements. As part of the export drive, required 
documentation has been reduced to a single form and 
several bureaucratic hindrances removed. 


Investment Prospects are Improving. 


Two laws important to potential investors were approved 
earlier this year. Repatriation of profits and capital 
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by foreign investors is guaranteed by the new Foreign 
Investment law and tax and other incentives are granted 
under the Industrial Promotion law. Beyond purely legal 
protections, the climate for foreign investment has 
improved as the necessity for the import of technology 

and production for export has become evident. Bureaucratic 
red tape and inefficiency often delay investment 

proposals but this may also be improving. 


A substantial number of major public infrastructure projects 
are under construction including, in cooperation with 
Argentina, two bridges and a large hydroelectric dam 

(Salto Grande) spanning the river separating the two countries, 
road construction throughout the country, port and railroad 
improvements. Internationally assisted investments in 
agriculture and industry are also underway. Plans for 

two irrigation and power dams on the Brazilian border are 
being developed, and another hydroelectric dam (Palmar) 
should reach the decision making stage next year. Bids 

have been asked on a petroleum buoy and pipeline and 

tank farm and for off-shore oil exploration. 


In the private sector, there has been recent investment in 
the leather processing industry, a polyesther fiber 
production plant (including foreign capital) has been 
approved, several proposals for fish industry investments 
haye been approyed or are under consideration by the government. 
Planning is underway for an investment for a 

fertilizer plant (for domestic consumption and exports) which 
would be a mixed State/Private enterprise. The government 
has also invited the private sector to participate in 

mining projects including the mineral-rich black sands on 

the Atlantic coast and an iron ore deposit. 


Economic Trends Are Mixed 


As Uruguay works out the consequences of the energy crisis, 
the economic trend is dominated by negative factors over 

the next year with the situation not likely to improve before 
late 1975, but with good prospects for the longer-term. 


The next twelve months or more will be characterized by 
continued high inflation (around 60-70% for the year 1974), 
government deficits (20% of revenue in 1974), liquidity 
problems, difficulties in meat and wool sales and 

resultant trade and balance of payments deficits. 


During this period, however, investments and imports of 
capital goods may increase sharply, laying the foundation 
for future export production. 





In the medium and longer term, a predicted recovery of 
the world meat market and increased fish and agricultural 
production should allow Uruguay to meet its international 
payments. 


With the completion of Salto Grande and other hydroelectric. 
installations, Uruguay will have a surplus of low-cost 
energy by the end of the decade. Other major infrastructure 
projects will have been completed and the policy of 
encouraging private investment if energetically applied 
should prove successful in raising production of semi- 
processed and manufactured products. Most important, 
however, is that Uruguay is a land-rich country and is one 
of the areas of the world in which food production can 
increase dramatically with relatively low investments. 

As the earth's population grows, these land resources should 
become of increasing value. 


IMPLICATIONS FOR THE UNITED STATES 


At present, Uruguay is neither an important trading partner 
of the United States nor a host to significant U.S. 


investment (less than $100 millon). This may slowly 
change as the requirement here for advanced agricultural 
and agri-industrial technology increases. 


Uruguay's purchases of capital goods should increase 
substantially during the next few years. Turbines and 
associated equipment will be needed for the Palmar and 
Paso Centuri6én hydroelectric dams and bids should be let 
in 1975. In the private sector there will be a growing 
market particularly for fish trawlers and equipment, 
onshore refrigeration plants, industrial sewing machines 
and shoe manufacturing equipment, food processing’ and 
packaging equipment, and quarry machinery for granite and 
marble. 


Investors, both foreign and domestic, may find opportunities 
in export industries, particularly as markets are opened 
and expanded in Argentina and Brazil. 
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IF YOU’RE RUSTY 
ON THE SUBJECT 
OF CORROSION, 
READ THESE! 


Here are four Metals & Ceramics Information Center 
reports on corrosion and its treatment: 

“The Corrosion of Metals in Marine Environments” is a 
current resource of information on the advanced metals 
and their use in hostile marine environment. It helps you 
to choose materials and equipment right for your job. 
“Hot Corrosion in Gas Turbines” deals primarily with the 
sulfidation problem and explains major testing methods 
and research. 

“Oxidation of Iron, Nickel and Cobalt-base Alloys” 
guides the engineer or metallurgist to current data on 
oxidation of the pure metals and their alloys, as well as 
of more complex engineering alloys. 

“Shot Peening for Improved Fatigue Properties and 
Stress Corrosion” contains a summary of current peen- 
ing procedures, methods of control and improvement 
that can be achieved with these techniques. 


Any one or all four of these studies can be invaluable to you 
in your research or in practical day-to-day operations. Put 


them on your shelf by filling out and returning the coupon 
below. 


aS NE ROE: GTI Ek NR PN, 
nares. Mail to: National Technical Information Service 
Department of Commerce P.O. Box 1553 
Springfield, Virginia 22151 


GENTLEMEN: 

0 Please send me ________ copies of the MCIC report THE 
CORROSION OF METALS IN MARINE ENVIRONMENTS. 
hard cover copies $12.50 each ($15.00 foreign) or —__ 
soft cover copies at $7.50 each ($10.00 foreign) AD-712 585-H 
or AD-712 585-S. 

0 Send me _______ copies of the MCIC Report HOT CORRO- 
SION IN GAS TURBINES at $10.75 each ($13.25 foreign) 
AD-745 474. 


0 Send me copies of the MCIC report OXIDATION OF 
IRON, NICKEL AND COBALT-BASE ALLOYS at $10.75 each 
($13.25 foreign) AD-745 473. 

OO Send me ________ copies of the MCIC report SHOT PEEN- 
ING FOR IMPROVED FATIGUE PROPERTIES AND STRESS 
CORROSION at $7.50 each ($10.00 foreign) AD-735 409. 

Please check method of payment. 


O Charge to my NTIS account no. — > 
0) Bill me (not applicable to foreign orders). Add 50¢ for each title. 
Ss nn RN 


Name 





Title, Organization 





Address 





City, State, Zip 








MANUFACTURERS... 


ARKET SHARE REPORTS 


74 Country Reports 
$3 each 


1,109 Commodity Reports 
$3 for 1 to 5 reports 


of chemicals, 


onal mar- 
products, 


ORDER YOUR FREE MARKET SHARE REPORTS 
CATALOG. .. TODAY! 


Name 
Address. 


CO 


IMENT OF <¢ 
: pera® OMmee 
te, 


7 Mail to: NATIONAL TECHNICAL 
P) 5 INFORMATION SERVICE 
Me a U.S. Dept. of Commerce 


“Teenariona ws Springfield, Virginia 22151 


v 
. 











